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PatientDirect Systems 

Executive Summary 

Company Description 

PatientDirect provides online individual medical record collection and interpretation 
services- a market estimated to be SXX billion within five years. PatientDirect enables 
individuals to CONTROL- obtain, update, store, and distribute — all their medical record 
data (including testing and imaging results). Through unique decision support 
components the individual will also obtain UNDERSTANDING of the meaning of their 
data for all aspects of their care, PatientDirect's mission is to become the trusted agent 
and leading provider of individual medical record services for all consumer-to-provider 
transactions within the entire medical service industry. 

PatientDirect will take advantage of the following to achieve market dominance; (1) the 
rise in popularity of the Internet for consumer information exchange and the associated 
technical infrastructure that enables the efficient and secured transfer of data, (2) the 
emerging Health Care Portability and Privacy Act (HIPP A) regulations that will require 
increased reliance on electronic transfer of medical records in all medical settings and 
will grant individuals explicit right of access to their medical records data and an implied 
license to author a unique compilation of these data, (3) the growing need and 
empowerment of consumers to monitor the safety and appropriateness of healthcare 
decision making for both their personal and family members' care, and (4) the 
involvement of accomplished developers and strategic investors and marketing and 
strategic alliances that will enable the company to capture market share rapidly. 
Our unique approach integrates medical record keeping and decision support into a 
transaction-based service in which we charge for record interpretation and transmission 
and give-away the enabling software. PatientDirect gains immediate access to a large 
targeted customer base while our alliance partners gain product benefits and an additional 
revenue stream. 

We have created PatientDirect' s business model, internal structure, and controls to 
minimize time and cost in executing our plan. More to come describing key partners 

The Opportunity 

In 1998, US healthcare was a $1 .1 trillion industry. It is expected to grow to $2.1 trillion^ 
in 2007. The healthcare industry, especially the clinical component, is substantially 
behind other service industries in its use of information technology, (only financial and 
administrative data in healthcare have been automated with 80% of hospital, 40 % 
physician claims and less than 10% of clinical encounters supported by EDI) The 
physician or ambulatory office encounter market (where PatientDirect will initially focus 
activities) is particularly behind in automation. It recorded 788 million encounters in 
1 998 and $230 billion in charges. (An average of 60% of this total is spent on overhead, 
especially record storage and retrieval, the highest overhead percentage of any service 
industry.) This market will grow by 10 percent annually and will inevitably move from 
paper to electronic storage and delivery as demands for quality and efficiency increase, 
and government regulations force encryption and electronic authorization of individual 
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medical record transmittals. It is estimated that by 2005, over one-third of all medical 
record transfers, or about $XX billion of the expected $XX billion market will be over 
the Internet. 



Marketing Strategy 

Our first market for PatientDirecl is on individuals who require complex and/or ongoing 
medical services from a variety of providers, 4k the chronically ill". This market is 
particularly attractive due to the large and growing number of such individuals within the 
US population. Indeed, individual estimates of the prevalence of chronic conditions 
exceed the current U.S. population (See Figure). The Robert Wood Johnson Foundation 
estimates that up to 90 million Americans have one or more of these conditions with 
sufficient severity to obtain office based consultations an average of 6 times annually- 
twice the national average of 3. 
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And that's not counting. 



1 6,000 wixh albinism (NOAH/March of 
Dimes) 

80,000 wixh narcojepsy (SleepNex) 

100,000 wiih reunins pigmeniosa 
(Foundation figtmng Blindness) 

265,000 with muscular 
dystrophy/ncuromuscular disease 
(MDA) 

379,000 with polycystic kidney disease 
(N1DDK) 

500,000 with AIDS (AmFAR) 

5,000,000 with peptic ulcers (NJDDK) 

8,100,000 alcoholics (Natl Council on 
Alcoholism & Drug Dependence, Inc.) 



Many of these individuals and their family members are closely involved and concerned 
with the quality of their care. (For patients over age 65, 55% are estimated to have a 
chronic condition and 80% of these individuals are involved in their care) PanentDirect 
bridges the gap for these individuals between the office-based providers that lack 
electronic medical record storage and decision support systems and the fragmented 
Healthcare IT industry which has been slow to react to Internet possibilities and 
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cominues to attempt integration from a provider, system, or enterprise viewpoint not from 
a consumer perspective. As a result of this situation, the individual seeking health care 
today has the following questions and issues: 

-Is the advice Tin getting good? 

-What doctor is the best one to see for this condition? 

-Does this doctor know all about my medical history? 

-Will the drugs just prescribed interfere with my existing medications? 

-Do they know I had a bad reaction to sulfa drugs when I was young? 

-What is going to happen if 1 have the operation? 

-What are my choices and how do they compare? 

-Am I likely to need nursing home care? 

-What does this new lab result mean for my chance of recovery? 

-Is this service covered by insurance? 
The following are also current concerns that have been prompted by widely disseminated 
media reports on the current state of medical record keeping. Their visibility will be 
raised and encouraged by HIPPA 

-Who has copies of my medical record? 
-Does the specialist have my latest EKG tracing? 
-Did my records go to the tight clinic? 
-Did anyone besides the doctor look at it? 

-Did I receive notification thai my doctor sent ray records to the hospital? 

Various consumers care about particular aspects of these issues. Our first market for 
PatientDirect will be consumers that, because, of the burden of complex disease are 
heavily invested in negotiating the best care from multiple providers. 

PatientDirect believes that alliance partnerships are an efficient and economical way to 
capture market share rapidly. We gain distribution outlets and cooperative marketing 
arrangements through application vendors who embed our API in their software. 
PatientDirect is currently investigating relationships with major national online vendors 
such as AOL and YAHOO to offer PatientDirect services to their online customer base. 
We are also approaching more specialized software vendors — such as DXPLAIN and 
medication interaction screening software-- that have traditionally offered their 
interpretive and decision support approaches for medical data to providers — to offer these 
services directly to consumers using PatientDirect as the source of medical record data. 

Because of the tremendous potential of this new market, competition does exist. All of 
the major healthcare IT vendors are developing Internet enabled applications. Cerner 
Corporation, for example, became a major development partner in Careinsite. 
MedicaLogic also aims to automate the physician's office and distribute an individual 
medical record. There are also specialty disease management offerings that are web- 
based (ProMedex;LifeMasters)XifeMasters recently signed a joint marketing agreement 
with iVillage to be the online's network exclusive provider of specific personalized 



3 

PAGE 26/56 * RCVD AT 7/8/2005 12:16:57 PM [Eastern Daylight Time] * SVR:USPT0-EFXRF-1/1 * DNIS:8729306 * CSID:2026247222 * DURATION (mm-ss):17-00 



07-08-2005 12:28pm Frora-POWELL GOLDSTEIN FRAZER MUR 



2026247222 



T-419 P. 027/056 F-354 



health management Tools. Sran-ups-MedicalRecord.com aim at assisting the consumer in 
compiling an online medical record. Large emerging Internet based healthcare portals 
like DrKoop.com are also promising to have online medical records controlled by the 
patient. 

Product Description 

PatientDirect is a consumer support and consumer-to-medical system Internet document 
transmission service that offers an integrated and secure method of controlling and 
interpreting medical record data. We use a second opinion/discount broker strategy in 
which to derive revenues-and high margin earnings-from selling clinical decision support 
and document transaction-certification authority that are accessed through free software 
that maintains and protects all the individual's medical records. 

Our customer-focused approach dictates that this service be available from 
browsers as well as desktops and enterprise applications. Our API allows our alliance 
partners the ability to offer-and earns commissions on certain "PatientDirect enabled"- 
decision support and record transmission services. In all marketing efforts, however, 
independence of the system from any provider or healihplan and strict confidentiality 
regarding the data will be stressed. 

PatientDirect service uses an XML/HTTP protocol with encryption, SSL is also used as 
needed for the browser-based version of the product- Our algorithms and other methods 
of interpreting medical record data are unique and we are investigating patent 
opportunities. We will also expect to be involved in efforts to create an Extensible 
Markup Language (XML) data exchange standard for the medical sector. This standard 
and others like it will lower our integration costs while helping to solidify our position in 
the medical marketplace- 
Management Team & Advisors 

The founders and developers of APACHE Medical Systems Inc. designed PatientDirect, 
along with key outside advisors skilled in the healthcare information technology industry. 
Details to follow 

APACHE Medical Systems Inc. (AMSI-NASDAQ), a Delaware corporation based in 
McLean, Virginia , is the recognized leader in the delivery of electronic clinical decision 
support systems, strategic and clinical consulting services for the care of high-risk, high- 
cost patients. AMSl's products and services enables health systems, hospitals and 
providers to apply an evidence-based approach to achieve clinical performance 
excellence, substantially reduce cost, and compete effectively under managed care, 
AMSI's Voyager and Discover electronic decision support systems enable it*s customers 
to comprehensively evaluate and interpret their utilization and outcome from critical care 
services retrospectively, prospectively, and in real time at the bedside for decisions on 
individual patients, the only clinical decision support system to provide such capability. 
APACHE is recognized within the medical community as a "gold standard" medical 
information source. PatientDirect will become the gold standard for consumers. 

AMSI is currently migrating existing critical care applications to the Internet. It is also 
implementing an application of an electronic based second opinion capability-a decision 
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support for ambulatory patients with cardiovascular disease who are facing the 
alternatives of surgery, angioplasty, or medical management. This illustrates the type and 
function of decision support tools possible for implementation in PatientDireck 
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The principals of PatientDirect have also developed the working prototype of a family 
history data collection tool that has interpretive capabilities. Termed HeaJtbHeritage it 
illustrates another of the possible components that will be included in a comprehensive 
PatientDirect application. 
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Financial Summary 

From incorporation to the fonnariou of PatientDirect, PatientDirect has been financed 
through founder stock and seed capital from details to come- We are raising S20 Million 
in two rounds — $5 million to officially launch the service (from AMS? others?) and an 
additional $15 million by end 2000-early 2001 to expand the company and enable us to 
achieve profitability by the second quarter 2002. The company's financial projections are 
based on conservative assumptions of Internet usage, growth of electronic medical 
encounters on the Internet, and number of users benefiting from PatientDirect. Based on 
these assumptions, PatientDirect will achieve revenues of SXX.X million and net income 
of $XX>X million in 2005. 

PatientDirect has been designed as a company that can generate earnings as well as 
produce great investment returns. The plan has been designed with at least two potential 
liquidity events. In the event current Internet valuations continue we could provide 
liquidity in the form of? reverse merger with AMSI ? Alternatively we expect 
consolidation as key health care portals emerge as preferred entry points. The winning 
players will turn to more sophisticated service, content, and care offerings to maintain 
and expand their user base. Production of the type of sophisticated proprietary intellectual 
content PatientDirect is not the focus of current healthcare portals. 



PatientDirect Systems 

The Online Individual Medical Record Industry 

PatientDirect is the process of presenting a comprehensive compilation of an individual's 
medical record for direct delivery to individuals, providers, and other authorized users 
desktops over either the Internet or a private network. Individuals can examine their 
records, update information, and authorize transfer of data with a few mouse clicks. 

Entities in the Online Medical Record Cycle 

There are at least three distinct parties involved in the medical record collection and 
interpretation process. 

Consumers-Lack of Trusted Agent/Concerns with Safety 

Any individual that receives medical services on an ongoing basis is defined as an end- 
user of this technology. At the level of the household, individuals are now seeking 
assistance from medical service providers an average of 3.0 times per year. There are 
more than 90 million US adults who are defined as "high-users" of medical care services 
with approximately 6 medical primarily ambulatory encounters per user per year. These 
patients want to better educate, empower, and protect themselves. A 1998 American 
Hospital Association focus group of consumers with substantial exposure to the health 
care system revealed that there is a consistent feeling thai no one in the is on their side. 
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Financial considerations on the pan of health plans and providers have seriously eroded 
trust in all relationships. The recent highly publicized Institute of Medicine report on the 
high number of errors and related deaths in the healthcare system has also increased 
consumer anxiety. This, however, provides an opportunity to establish a new trusted 
agent entity that could provide this service. 

Consumers appear willing to assume such new and expanded responsibilities- As Dr. 
Koop recently emphasized , "Baby boomers, who have historically set much of the 
nation's agenda and are its largest cohort, are making health care decisions for their 
children and parents. Baby Boomers are information junkies. They want to know what's 
in their doctor's beads, which is going to make doctors work smarter-and that will lead to 
better care." 

Consumers are also increasingly concerned over the privacy and confidentiality of their 
medical records, especially who has access. Numerous disclosures about the transparency 
of current record keeping increases the sense of distrust. To date online access has not 
sufficiently addressed security concerns. A California Healthcare Foundation survey 
found that 75% of respondents are concerned about health Websites passing their 
personal data to other organizations without permission; 17% said that they do not use the 
Internet to gather health data for privacy reasons. The poll also showed, however, that 
80% of respondents agreed that the existence of Web privacy policies "has apositive 
impact on their willingness to engage in online health activities." As online usage 
increases, online collection and interpretation of individual medical data becomes easier, 
it will be viewed as a more secure alternative to entrusting medical records to a variety of 
fiagmented providers. But, as the above indicates, security and confidentiality must be 
high and unquestioned priorities. 

Providers 

Any provider that provides medical services to the end user can use online medical 
record technology. There are over 500,000 potential medical service providers that can 
benefit including office based practitioners, acute care hospital systems, emergency room 
and other urgent care providers, home health care, as well as health care plan and health 
care insurance companies. All of them need better more sophisticated management tools. 
Some of these entities (and companies within these industries) will adopt Internet medical 
record keeping more rapidly than other segments because of the role technology plays in 
their current business model and operations. Throughout the development of 
PatientDirect providers will be a critical partner. 



Provider Networks,Health Plans and Insurance Companies 

Provider Networks, health plans and insurance companies are also heavily involved in 
medical record maintenance, storage, and transfer. Although online medical records will 
change the role of these organizations they will still be vital for the updating and 
interpretation of these data and for the provision of services based upon them. Many 
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providers have long been attempting to build comprehensive electronic medical record 
repositories within their own systems to facilitate online retrieval and storage to boost 
revenues, enhance productivity, and increase their own Internet exposure. Currently each 
service provider or health care system assumes responsibility for maintaining and 
updating individual medical records for all their patients. This means an individual 
patient has multiple versions of his/her medical record in different locations. Because of 
the fragmented and immature development of electronic records throughout the medical 
services industries, attempts to resolve these various versions and provide an accurate and 
updated version at the point of care has not been successful. Certainly relying on 
providers with their widely varying individual approaches to record storage, as the 
primary agent to provide and maintain an integrated record has not been successful. 
PatientDirect will strive to use its technology to help them achieve this integration. The 
consumer is an untapped but very attractive avenue to provide information and decision 
support at the point of care. Because there is already heavy government regulation and 
the current draft HIPPA regulations will create new mandates to encrypt and secure all 
medical record data electronically PatientDirect will use these mandates as a market 
driver* 



Methods for Online Medical Record Presentment 

With the advent of the Internet there are three main methods for electronic medical record 
presentment. One of the methods implemented by some early Internet companies has 
been the 'single personal medical record web-site/ A second approach used by some 
providers is to 'aggregate* individual medical record data compiled as the result of system 
encounters at a specific web-site that provider associated clinicians can visit to obtain 
aggregate results. There are also specific disease management offerings that closely 
monitor patient's conditions in order to improve compliance and outcomes. Many of 
these are going online. With the exception, however, of PatientDirect we are not aware 
that the industry offers an approach that collects all personal health and medical record 
information by the individual independent of the provider or healthcare system. 

Single personal medical record web site 

The approach some companies have used to enter the online medical record market is to 
provide the consumer the ability to enter vital statistics and other health care related data 
and then make this information available at the company's web-siie. Consumers go to the 
company's web-site (i.e. 4healthylife.com or medicalrecords.com) and enter the portion 
of their medical record known to them This "pull" approach presumes that consumers 
will take the initiative to create, update, verify, and maintain their medical data. If 
consumers want to enter or update data from other electronic sources they must do so 
manually. Opportunities for transfer of medical data to providers are also limited or non- 
existent. Decision support capabilities or alert systems are primitive or non-existent. 
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Aggregate or Web -Based Clinical Data Repository methods 

Some healthcare IT vendors, Careinsite,. MedicaLogic Logician, for example, have 
proposed consolidating medical records at a distinct web-site managed by the vendor. In 
essence, components of the medical record are sent to a relational database and 
authorized users (but not patients) can receive and interpret individual and/or aggregate 
daia. It simplifies the process for providers as they have fewer systems to go to obtain 
comprehensive medical record information on their patients. The individual consumer, 
however, does not directly control the medical record data, which is limited to that 
inputted and produced by selected providers not a comprehensive record. 



Disease Management on the Web 

The small disease management industry is increasingly recognizing the advantage of 
Tracking their client's health using the Internet. Entities like ProMedex (private) do this in 
a traditional fashion with a variety of screens in" which patients enter data and then- 
condition is tracked by nurses. Health Hero is pioneering the ability to download 
automatically key ongoing health data such as blood glucose levels for diabetics in order 
to improve management- In most of these efforts the Internet is a component of a larger 
disease management effort- Some of these entities, however, could become likely 
acquisitions or marketing partners for PatientDirect. 

PatientDirect collection and interpretation 

The solution presented by PatientDirect allows the individual patient to control and then 
send their medical record directly to each of their providers. Providers can then open their 
patient's medical records, and use them to provide medical services from their desktops. 
This solution requires a direct delivery mechanism i.e. Internet, e-mail* personal floppy 
disc but keeps the individual in direct connection and communication with their medical 
records. 

PatientDirect 

Company Description 

PatientDirect is an online individual medical record collection and interpretation service 
provider, offering individuals the ability to CONTROL personal medical record 
information and UNDERSTAND their implications for their care. 

PatientDirect^ Solution 

PatientDirect enables individuals to provide online personal medical record information 
to their providers and other authorized users via email and the Internet. PatientDirect's 
online medical record integrates with the provider's existing systems to extract data, and 
allows the provider to retain control over proprietary databases. The company's solutions 
focus on the growing consumer use of the Internet, the patient's desire to maintain 
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control, insure accuracy, and control distribution of sensitive medical information, as well 
as emerging HIPPA regulatory demands for patient notification of all medical record 
transmittals- It also acknowledges the provider's need to become HIPPA compliant while 
improving their current medical record systems, enhance customer relationships, and 
improve efficiency of operations and billing- All products are generic formats for the 
individual owner of the individual medical record but are tailored solutions to a given 
provider, insurance plan, employer, etc. 

Employees 

Currently, the founders run PatientDirect. In addition to their formal roles founders will 
lead all initial technical development and alliance efforts. Upon funding, initial hiring 
will focus on content, GUI, and technical developers. As clients are signed on, customer 
service and support personnel will be added. 

Location and Facilities 

The company has secured temporary free offi.ce space at The University of Virginia- The 
company anticipates 15 employees by July 2000. Suitable office space in a low cost area 
offering access to powerful data lines will be needed. This will most likely 
remain in the Charlottesville VA or Northern Virginia areas. 

Operations Plan 

PatientDirect*s post funding launch will focus on all resources and logistics required to 
deliver the service by first quarter 2001 . The focus will be on hiring and product 
development. 

Hire: Immediately hire content, GUI, and technical developers, GUI and technology skill 
sets are vital and aggressive hiring will occur starting the day of funding. In order to 
accelerate development certain components of development maybe out sourced 
Accelerate alliance and co-marketing agreements with pilot partners. Alliance, marketing 
agreements, and acquisitions will be key components of the rapid growth necessary to be 
first to market early in 2001 . 



PatientDirect Services 

PatientDirect 

PatientDirect offers a full service individual medical record collection and interpretation 
solution for persons with chronic or ongoing medical service needs. PatientDirect will 
collect and compile data from various locations of an individual's existing medical 
records to create an enhanced online version. This customized medical record will 
contain capabilities and information sources selected by the individual accessible through 
successive mouse clicks. 
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The operations flow of this service is also designed to integrate smoothly with the 
provider's existing workflow. PatientDirect will strengthen encounter and the providers 
claims processing and patient care- The online medical record presented to the provider in 
their desired format. The process involves the following steps: 

L Paiient/Consuiner registers for PatientDirect. 

2. Requests and receives copies of existing medical records from current providers 

3. Onlme medical record created, patient can receive all decision support services 
including definitions of procedures and laboratory tests; normal ranges for all medical 
data, alerts for potential medication interactions, connections to recent articles related 
to. patient's condition, etc. 

4. The patient can send authorization for medical record transfer. PatientDirect software 
Translates this medical record information into its database. For each new encounter, 
PatientDirect generates a customized electronic medical record. The electronic 
recorded is emailed to the individual and the provider. Alternatively the record can be 
accessed through the Internet. 

5. The provider receives the records, reviews it, and provides services and updates based 
on new data generated during the encounter. 

6. PatientDirect processes the responses, For each authorized encounter, an encounter 
transaction form is submitted 

7. The transaction is processed 

8. An execution report "Certification authority?- is returned 




P&antDimct 




Value of PatientDirect to the Patient/Consumer 

The main benefits of using PatientDirect for the patient are CONTROL and 
UNDERSTANDING. The individual also saves time by not having to fill out paper 
registrations forms at each visit, not having to check that allergies and new medical data 
has been entered, and not having to ask for copies of recent tests. For each patient- 
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provider encounter Through PatientDirect, the consumer is given the opportunity to 
automatically generate an update of their medical record. 

PatientDirect also provides the following benefits to an individual user; 

Direct access to all essential and critical medical record data 

Control over access and transfer of all medical record data 

Ability to obtain individualized interpretation and understanding of collected data 

-explanations of completed or anticipated tests and procedures 

-normal ranges for all results 

-medication alerts 

-link to appropriate web sites/news content 
Assurance that current accurate information is available to providers regardless of 
treatment location or prior contact 



PatientDirect provides the following benefits to a provider 

Direct connection with accurate and updated patient' s medical records 
Reduction in operating costs associated with maintaining and updating personal 
medical records 

Superior data management and integration of information from other providers 

Control over medical record formatting issues 

Assured Security and compliance with HIPP A regulations 

Patient Direct provides the following benefits to both patients and providers 

Enhanced Chronic Disease Management PatientDirect can assist the individual with 
decision support services related to their chronic condition particularly medications and 
ongoing disease management Feedback can be individualized to the person based on 
both records and past utilization patterns. Such efforts have been shown to enhance 
compliance and improve patient outcomes while reducing health care utilization from 7 
to 17 percent (Fries) 

individualized Online health promotion - An individual's medical record is a valuable 
channel that can present customized health promotions to an individual. PatientDirect 
will analyze medical record data and present suggestions and plans that are applicable to 
individual user. This one-to-one health promotion approach will provide higher responses 
than traditional generic promotions. 

Enhanced patient support - Call desk or other authorized case managers, patient 
representatives, will be able to view the online medical record in formats identical to the 
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individual patient's copy. This will enable them to better educate and serve patients and 
their needs. 

Web links- will also be established with other support services that are applicable to the 
individual patient. There will also be set-ups for links to providers' web sites and direct e- 
mail between the patient and the provider and the health plan. On the basis of the 
individual's medical record PatientDircct will suggest appropriate questions- 
Enhanced communication , reduced liability, and cost savings from using PatientDirect 




Eliminate operating costs from streamlined visits - Costs eliminated include staff time, 
paper, printing, and verification expenses. PatientDirect will present a streamlined and 
targeted medical record for the provider with information tailored to the type and 
anticipated needs of the encounter This will reduce the time needed for the provider to 
review the record. This will enable the provider to spend more time with the patient or to 
see more patients within given clinic session. The provider will also be able to use 
PanentDirect*s capabilities to update and maintain their records with information 
provided by the patient Numerous studies have documented the lack of such 
communication and information transfer during patient-provider encouters. Poor 
communication has been identified as the primary factor leading to noncompliance with 
prescribed medications and treatments. It is also the most common reason cited in patient 
malpractice suits against providers.(refs) 

Eliminate discretionary visits- 

By permitting the provider to access and review all current critical information on a 
patient including current medications and to access decision support systems accessible 
to both the provider and the patient, it will be possible to avoid selected ongoing patient 
management visits 
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Data Management 

Control - The individual maintains control over all personal medical record data, the 
provider maintains control of all process, content, and outcome and billing data and 
patient relationships. At no time does PatientDirect intend to intrude on the patient- 
provider relationship, rather it will enhance that relationship- PatientDirect allows 
providers to designate their own electronic medical record format and promotions. All of 
PatientDireci's client databases will remain confidential. 

HIPPA-The draft HIPPA regulations contain important new mandates that will have at 
least two important impacts on the US medical system. First it will accelerate the use of 
electronic medical records, increase the need for security in transmittal and force formal 
recording and notification of all medical record transfer. It is also our belief that the 
regulations will grant individuals an explicit right of access to their medical records data 
and an implied license to author a unique compilation of these data in the form proposed 
for PatientDirect. 

Need more HIFFA Details here 

Data storage and access - PatientDirect provides a graphical browser interface that is 
user friendly for the end user regardless of operating system- The system's database will 
permit storage of medical record data online. 

Security 

The individual's medical record number is neither transmitted over nor stored on the 
Internet, The individualized identitying information resides only in the secure datab ase, 
and the transaction is over a dedicated private line. Additionally, the deployed system 
will have a firewall between the web access and the core database. To insure state of the 
art security, PatientDirect will devote significant resources to having security experts on 
staff and utilize the services of web security consultants. 

In addition, PatientDirect will constantly log all activity. To prevent fraudulent transfers, 
daily reconciliation of all records will be conducted prior to the close of business each 
day. 

PatientDirect 

Market Research and Analysis 
Overall Online Medical Record Market 

The total recurring market in the US includes office and clinic based practices, hospitals, 
sub-acute, and long-term care facilities, emergency rooms, urgent care providers and 
home health care. As the following Table illustrates, individuals total approximately X to 
XX encounters with these type of facilities per year, generating over XX billion 
encounters a year in the US alone. Facilities spend an average of $X.XX per encounter to 
update, confirm, and process individual medical records daring these encounters. As 
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figure 2 illusirates, savings from EIMR can reach SX.XX per encounter when all aspects 
of patient recording and subsequent billing costs are included. 








Or* no 


Rocunng 




Pirt uii until 



Therefore, the potential for total savings is estimated to be between $XX billion to $XX 
billion annually depending on the type of the encounter. Electronic Medical Record 
vendors, including PatientDirect, will compete for a share of a market forecasted to reach 
$X billion in the year 2000 and $XX billion in the year 2005. 

The Need for a New Trusted Agent 

As originally envisioned, health plans were to serve as the individual's representative to 
the medical service system. Their objective, as the name Health Maintenance 
Organization implied, was to maximize the use of health promotion, prevention, and 
treatment strategies for their clients. As such it could be envisioned that these entities 
would become "trusted agents 7 * for their clients, assisting them in navigating and 
coordinating the health care service sector. By focusing on short-term profits, by 
maximizing enrollment growth and minimizing investments in information technology 
and other infrastructure US health plans have not achieved this status. The current 
backlash against health plans- with consumers demanding the right to sue for restricted 
access- is indicative of the public's current attitude. A 1998 survey by the Kaiser Family 
Foundation found that 36 percent of Americans perceived managed care organizations as 
doing a "bad job" in managing trust-up from 21 percent the year before. This situation, 
however, provides an important opportunity for offering PatientDirect services directly to 
consumers as control and reassurance over the actions of these plans. 

Factors influencing adoption of online medical records 

The online medical record collection and interpretation industry is still in the embryonic 
stage. There exist several products and services in the initial stages of deployment, which 
capture in part, the benefits. PatientDirect is committed to conducting sufficient needs 
analyses with consumers to identify those aspects of online medical record collection and 
presentation that best serve their needs. Growing retirement communities such as 
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Charlottesville, Va, and similar communities m North Carolina represent strong potential 
target areas due to high levels of computer usage and growing affluent but elderly and 
frequently chronically ill population bases. Growth in Internet usage and the extension of 
the Internet to include medical service encounters are important catalysts that will impact 
the growth of this industry, 

Internet growth 

Service applications on the Internet grow in tandem with The overall acceptance and 
usage of the network. Internet content is growing at 140% a year* which is driving people 
of all demographic segments to increase Internet usage. The explosive growth of the 
Internet has opened the doors for a shift in the medical record industry, from focusing on 
enterprise-wide electronic medical record system to individual or community and health 
plan based electronic record keeping and interpretation. The following points summarize 
the increasing acceptance of the Internet. 

Internet traffic is doubling every 100 days. In 1994, 3 million people were connected 
to the Internet. By the end of 1997, more than 100 million people were using it. 

Number of users globally increased by 150% from 40 million in 1996 to over 100 
million people in 1997. 

Number of US users measured in November of 1998, increased 16% since May 1998, 
to 72 million adults. 

Internet commerce will likely surpass $300 billion by 2002. 



Growth in online medical decision support 

33.6 million people in the US and Canada had made a health-related inquiry on the 
web by the end of 1998, there will be 52 million online information seekers in 2000. 

Competitors 

Internet health care applications can be classified into five "C's'^Content, Commerce, 
Computer Applications, Connectivity, and Care.(re£Goldman-Sachs) 

Content: Web sites that provide mfonnation with target audiences of consumers and 
physicians. Examples Medscape, Web MD 

Commerce' eSellers and eMarkets 

Examples PlanetRx, Drugstore.com, Americas Doctor 

Computer ApplicaTions:"Tbin" client-server computer applications-can be in direct 
competition with traditional healthcare "IT* firms to provide single web browser 
interface to view or exchange information with multiple legacy applications. 
Examples Healtheon, Carelnsite, MedicaLogic, Eclipsys/Health Vision, IDX 
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Connectivity Link, usually within a closed network for exchange of informarion for a fee 
per transaction-also called electronic daia interchange (EDI) networks. An open network 
is the public Internet and an ISP for connectivity. A closed network also uses Internet but 
has EDI. 

Examples Envoy, National Data Coip, Healtheon, Carelnsite 

Care Internet technologies used by consumers to enable new forms of providing or 
managing health care (a.k.a. telemedicine) 

Examples: Life Masters, HealtbHero, Global Medic, and VidiMedix 

Although any of the companies in the above five sectors could be potential competitors, 
the following are PatientDirects current main potential competitors; 

Healtheon/WebMD 
Carelnsite 
MedicaLogic 
HealthHero 
Medical records,com. 



Addressing the competition 

PatientDirect's focused approach , its developer's record of turning medical content into 
decision support products, and its alliance and marketing strategies will drive its success. 
The following are key points of differentiation, which provide advantages over 
competing approaches. 

PatientDirect is the first entity to focus solely on integrating the healthcare IT 
marketplace through the development and dissemination of a comprehensive individually 
owned and individually distributed medical record service. The rapid increase in Internet 
usage, die far reaching implications of draft HIPP A federal regulations and the growing 
concern on the part of consumers about the safety and efficacy of medical decisions 
provide an historic opportunity to provide a new safe, cost efficient option for controlling 
medical data, meeting HIPPA regulatory requirements, and addressing the consumer's 
need for their medical record data to be accurate, updated, and at various locations. 

Current or developing online services like Carelnsite or MedicaLogic can provide 
medical record services, bat only for the subset of information that is available from their 
provider networks. Any contact or medical informarion that the individual has that 
resides outside this network is not available. PatientDirect is also the only solution that is 
designed specifically for the individual to control the content, accuracy, and 
dissemination of their medical daia as required by draft HIPPA regulations. First mover 
advantage is critical for PatientDirect; the first mover can offer the individual all the 
benefits of applying comprehensive Internet technology to the entire medical record 
collection and interpretation process. Once a user has signed on with PatientDirect, the 
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user will reap the benefits of technology, and follow on competitors will be bard pressed 
to offer significant additional benefits. 



PatiemDineci Systems 

Marketing and Sales Strategies 
Our first market for PatientDirect is individuals and their family members who require 
complex and/or ongoing medical services from a variety of providers. This market is 
particularly attractive due to the large and growing number of such individuals within the 
US population. Indeed, estimates of the prevalence of chronic conditions taken 
collectively exceed the current U.S. population (See Figure). It is estimated by The 
Robert Wood Johnson Foundation that up to 90 million Americans have one or more of 
these conditions with sufficient severity to obtain office based consultations an average of 
6 times annually-twice the national average of 3. 

Many of these individuals and their family members are closely involved and concerned 
with the quality of their care. PatientDirect bridges the gap for these individuals between 
the immature information technology of office-based providers that are substantially 
behind in their use of electronic medical record storage and decision support systems and 
the fragmented Healthcare IT industry. The latter has been slow to react to Internet 
possibilities and continues to attempt integration from a provider, system, or enterprise 
viewpoint not from a consumer perspective. This results in the following significant 
questions and issues for patients and consumers: 

-Does this doctor know all about my medical history ? 

-Will the drugs just prescribed interfere with my existing medications? 

.Am I going to the right sort of specialist ? 

-Do they know I had a bad reaction to sulfa drugs when I was young? 

-What is going to happen if 1 have the operation? 

-What are my choices and how do they compare? 

-Am I likely to need nursing home care? 

-What does this new lab result mean for my chance of recovery? 

The following are also current concerns and their visibility will be raised and encouraged 
by HIPP A 

-Who has copies of my medical record? 
-Does the specialist have my latest EKG tracing? 
-Did my records go to the right clinic? 
-Did anyone besides the doctor look at it? 

-Did I receive notification that my doctor sent my records to the hospital? 

Various consumers care about particular aspects of these issues. Our first market for 
PatientDirect will be consumers that, because, of the burden of complex disease are 
heavily invested in negotiating the best care from multiple providers. 
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Through partnerships with online networks such as AOL and/or YAHOO we will 
develop a focused marketing plan thai will position PatieutDirect as the "gold standard" 
for medical record CONTROL and UNDERSTANDING by consumers and patients in 
the same way that APACHE is now recognized as the gold standard for decision support 
within the healthcare industry, - .more details tv come 



PatientDirect believes that alliance partnerships are an efficient and economical way to 
capture market share rapidly. We gam distribution outlets and cooperative marketing 
arrangements through application vendors who embed our API in their software. Besides 
relationships with major national online vendors such as AOL and YAHOO , we are also 
approaching more specialized software vendors — such as DXPLAIN and medical 
management systems- that have traditionally offered their interpretive and decision 
support approaches for medical data to clinicians, pbaraiacists, and other providers— to 
offer these services directly to consumers using PatientDirect as the source of medical 
record data. 

Because of the tremendous potential of this new market, competition does exist. Most 
major healthcare IT vendors are developing Internet enabled applications. Cexner 
Corporation, for example, became a major development partner in Carelnsite. 
MedicaLogic also aims to automate the physician's office. There are also specialty 
applications within specific chronic diseases such as HealthHero. All of these company, 
however, are targeted at providers and none have achieved brand identity with the 
consumer. 



Since the company is currently developing a prototype version of its PatientDirect 
solution, the company will need to follow a marketing strategy that involves two phases. 
Marketing in Phase 1 will be targeted at consumers that can be partners in the 
development of PatientDirect Phase 2 marketing will involve the successful rollout of 
PatientDirect to a broader range of individuals. 

Phase 1 

The primary goal in Phase 1 is the successful development of PatientDirect. Secondary 
goals include establishing credibility within the healthcare IT industry and access to 
resources. This phase is estimated to last l2raonths. 

Target Market 

In Phase 1, PatientDirect 7 s ideal target customer should fulfill the following criteria 

Either have or have a close family member with a significant and complex chronic 

disease i.e. AIDS, Congestive Heart Failure, Cancer, Diabetes, etc. 

Agree to request access to medical record data and data files to assist in development of 

PatientDirect. 
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Provide alpha-testing site forPateintDirect's services. 
Possess sophisticated Internet experience 

Willing to share personnel and medical system experience with PatientDirect in needs 
analyses and design interactions. 

Pricing - Phase 1 

During Phase 1 , PatientDirect will partner with customers to develop the product 
PatientDirect intends to attract customers who meet the above mentioned criteria, by 
offering free services for all components of service. PatientDirect may extend this price - 
moratorium for another negotiated period if it needs to attract key customers for 
development of PatientDirect. 

Communication /Promotion - Phase I 

Promotion of this phase will be through Internet with all alliance partners 
(AOL/YAHOO). , . 

Phase 2 

In this phase the company will roll out its PatientDirect solution to . . 
Target Market 

Customers in Phase 2 will fulfill the following criteria: 

"Early adopters" and "innovators" of consumer health care. 
Located in areas with high Internet usage. 

Possess sufficiently complex medical record and need for coordination of services to 
generate greater visibility and usefulness for PatientDirect. 



Pricing - Phase 2 

We will continue to provide free software that will register new patients and permit them 
to both construct and assemble an online medical record. The online record would be 
compiled from data that the patient either entered directly or that was obtained by 
electronic transfer from existing sources. Associated free services might include the 
definitions and explanations of procedures and tests that are contained in their medical 
record, the ability to be linked to disease or condition specific web sites, and to tailor the 
transfer of news items related to their condition to them. 

Other services such as review of their medications for alerts or potential interactions; and 
decision support or second opinion services such as are being developed by APACHE in 
its CV risk predictor would be charged on a transaction or subscription basis ?? 

Transaction Fees 

There will be two types of transaction fees; the first will be charged to the 
paiient/consumer user for patient specific types of decision support services, medication 
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akrts, and customized disease management programs driven off the medical record, the 
second will be a transaction fee assigned per authorized medical record transfer. This fee 
is meant to include the incremental value to the patient/consumer per transaction, 
including: 

Reduced Registration Time 

Reassurance that all-medical information is available and correct 
Control over distribution and notification of all transmittals 

Communication / Promotion - Phase 2 

Promotions to attract Phase 2 will begin in Phase l. Promotions in this phase will be on a 
larger scale and will occur simultaneously at multiple locations. 

Internet targeting customers 

Extensive joint marketing promotions with online networks such as AOL/YAHOO aimed 
at establishing Patient Direct as the gold standard for all medical records- The marketing 
themes will be CONIROL/UNDERSTANDING/REASS 



Signing up patients /consumers 

Individuals and Household consumers will sign up for online medical record collection 
and interpretation either from hearing about PatientDirect from current users or 
by advertising of the service over the Internet. The consumer may sign up easily by either 
checking off a box on an advertisement or by accessing the wwwJPauentDirect.com web 
site. In either case, the customer provides their active email address and medical record 
locations. The customer can select any preferences in service, including whether they 
prefer to update and review their medical records via the web site or through direct email, 
and whether they want to authorize each medical record transfer individually, or 
authorize automatic updates to selected providers. PatientDirect will input this criteria 
mto the customer medical record information in the system database. 

Maintain Control Guarantee Accuracy- Gain Understanding* 

OWN your awn medical record. 

No fear of unauthorized viewing. Available in any emergency at any time. 
Know where your medical records are at! the time and who is looking at them. 
Prevent unauthorized access. 

Receive alerts and advice based on the best medical evidence combined with 
your data. 

Justfdl out the form below, and your medical data will finally be yours and 
under your control 
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This service is: 
Easy 

You register and we help you get your medical records from all your doctors, 

clinics and hospitals. 

You can review your medical record at anytime* in the privacy of your home. 
You can transfer all— or any part of it-to your doctor or other health care 
provider knowing it is accurate and up to date 

Transfer with a few mouse clicks. Receive a receipt. 
Secure 

Your individual identifying information is not transmitted as part of your 
medical record-only the provider to who you authorize transfer can identify it as 
belonging to you 

Questions? Call 1-800- or go on the internet to www.eIMR.com 



PatientDirect 

Management and Ownership 
Key Management and Operating Personnel 
To be completed 



Planned Additions to Current Management Team 
Director of Needs Assessment 

A key member of our team will be a content expert with extensive experience in 
designing consumer web sires. As this is an important component for success, significant 
equity is reserved to attract a lop candidate for this role- 
Director of System Development 
Experts in GUI for consumer/health 
Legal Structure 

The company name, PatientDirect, will be reserved for incorporation. The company will 
be initially formed as an S Corporation. 

Owners 

The founders and owners of PaxientDirect Inc. are the same as the current management 
team mentioned above. 
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PatientDirect 

Financial Plan and Projections 
Financial Summary 

From incorporation to the formation of PatientDirect, PatientDirect has been financed 
through founder stock and seed capital from details to come* We are now raising $20 
Million in two rounds— $5 million to officially launch the service (from AMS and 
others)and an additional $15 million by end 2000-early 2001 to expand the company and 
enable us to achieve profitability by the second quarter 2002, The company's financial 
projections are based on conservative assumptions of Internet usage, growth of electronic 
medical encounters on the Internet, and number of users benefiting from PatientDirect. 
Based on these assumptions, PatientDirect will achieve revenues of $XX.X million and 
net income of $XX.X million in 2005 . 

PatientDirect has been designed as a company that can generate earnings as well as 
produce great investment returns. The plan has been designed with at least iwo potential 
liquidity events. In the event current Internet valuations continue, we could provide 
liquidity in the form of ?re verse merger with AMSI ? Alternatively we expect 
consolidation as key health care portals emerge as preferred entry points. In this case the 
winning players will turn to content to maintain and expand their user base. Overtime 
more and more sophisticated content and member services will be required. Production of 
the type of sophisticated proprietary intellectual content PatientDirect is not the focus of 
current healthcare portals and would be very attractive to acquire. 

For example, Mealtheon/WebMD recently acquired the electronic health insurance 
claims processor, Envoy Corp., from Durham, N-C-based Quintiles Transnational Corp. 
With the acquisition, Healtheon/W ebMD, which provides online consumer health 
information and manages medical records, becomes the largest Internet site linking 
doctors, health insurers and patients. After the purchase, Healtheon/WebMD CEO Jeff 
Arnold said the firm will process around 2 billion health insurance transactions annually, 
with an average fee of 30 cents for each transaction. 

Financial Projections 

Financial projections were created to model the effects of certain assumptions of our 
business model. Through our due diligence, we discovered broad estimates for the cost of 
online medical record presentation. 

Estimates ranged from $X.XX to X.XX; however, we believe that a conservative SX.XX 
cost is reasonable and sustainable given the rising costs of staff and documentation 
requirements over the life of the projection. 

PatientDirect' s revenue model includes two parts, an overall support fee paid through 
advertising and per transaction fees for decision support and document transmittal. Total 
Clients 

2000-approximarely 50,000 individual users 
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2001 - approximately 250,000 individual users 

2002- approximately 2 million individual users 



The company achieves positive cash flow in Q2 2002, and the cumulative cash draw 
down peaks at SX.XmiUion dollars. 

Expenses 
Transaction Fee 

The insurance company or EDI vendor that executes the transfer will collect SX.XX per 
transaction. We anticipate this rate will decline as insurance companies compete fox this 
option and volume increases.. 



PatiemDirect - Technology and Architecture 



Product Description 

PatiemDirect is a consumer support and consumer-to-medical system Internet document 
transmission service that offers an integrated and secure method of controlling and 
interpreting medical record data. We use a second opinion/discount broker strategy in 
which to derive revenues-and high margin earaings-from selling clinical decision support 
and document transaction-(cenification authority)- that are accessed through free 
software that maintains and protects all the individual's medical records. 

Our customer-focused approach dictates that this service be available from 
browsers as well as desktops and enterprise applications. Our API allows our alliance 
partners the ability to offer-and earn commissions on certain "PatientDirect enabled"- 
decision support and record transmission services. 

PatiemDirect service uses an XML/HTTP protocol with encryption. SSL is also used as 
needed for the browser-based version of the product. Our algorithms and other methods 
of interpreting medical record data are unique and we are investigating patent 
opportunities. We will also expect to be involved in efforts to create an Extensible 
Markup Language (XML) data exchange standard for the medical sector. This standard 
and others like it will lower our integration costs while helping to solidify our position in 
the medical marketplace. 



Internet Technical Architecture 

• Ce rural Daia Reposmry (CDR; - resident at AM 51 jjj 

• wftt> 5erver{5) - no use $l« applications and CDA 



• Applications ACCtrSSeO Oy wed Browsers) Ouertj^&t/'Tr* 

Internet S*.""*"^ ^>s- 

• Secured Communications - dUthenttcaEion pratoCuJS ' J§jJ ; 

L „1 i 



• May require Qmicai Server SI users see 



cd house agsreoacecvinrerfacea aata for gi — t — 

PAGE 47/56 * RCVD AT 7/8)2005 12:1 6:57 PM [Eastern Daylight Time] * SVR:USPT0-EFXRF-1/1 * DNIS:8729306 * CSID:2026247222 * DURATION (mm-ss): 17-00 



07-08-2005 12 :35pm Frora-POWELL GOLDSTEIN FRAZER MUR 



2026247222 



T-419 P. 048/056 F- 



The premise behind the technology is to provide the benefits of the PatientDhect service 
to the patient/consumer without requiring the health plan or the providers to modify their 
existing system- The online individual medical record service drops directly into their 
existing architecture, data formats, and workflow for straightforward systems integration. 
Information Parser 

The information parser component interfaces with ihe health plan's and 
provider's existing registration and information systems. The legacy medical record 
systems of plans and providers can use a wide variety of data fonnats, the parser extracts 
the relevant information from the formatting- The PatientDirect workflow filters the data 
to extract the key information from the data stream. The key point is that the information 
for online medical record collection is provided directly into the provider's existing 
format, the provider does not need to make any upgrades or changes. 

System Components of PatientDirect 



Provider 



Patient 



individualized Decision 
Support Systems 



Tr&n&tnltttft A4mw*iB*ton 



Information Parser 

3T~ 



Generator 
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Information 
Server 



Coverage Processing 



Provider's Account 



health Plans 



Employer or Insurance Company 



The core technology is to build complex applications Thai simultaneously can be run on a 
thin-clieni and can be cost-effectively tailored to the mainstream health provider. 
Examples of such existing applications are Confer(private) and OrganicNet (private). 
These companies have developed architectures that require an underlying data model 
describing the universe of complex relationships and entities within healthcare and 
additionally includes tools for rapid adaptation to obscure formats that are unique to a 
specific provider. Overtime a new client's format will be the same as an existing format, 
so that their data can be immediately integrated with PatientDirect. But the level and 
complexity in building these Modeless" development environments acts as a major 
barrier to entry and is a huge competitive advantage. 
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Juformation Server 

The information server manages all functionality of the system, including processing 
both incoming and outgoing information. The system runs on a Windows NT Server 
workstation, linked to SQL Server via ODBC connectivity. The web-enabled applications 
are implemented in Active Server Pages (ASP). An alternative approach is to download a 
thin engine (4MB) that, in a minute or two at nm time, builds the client that is stored as 
data on the server. Sophisticated caching techniques limit the overhead involved in this 
process to the first run of the day. Event the most complex applications can be very 
responsive in a thin-client, real-time environment under this model (OrganicNet). 

This server includes: 

1 .A corporate presenc e at www.PatientDirecuiet 

Provides company and service information via the Internet. 
? Consumer access through www JatientDirect.com 

Supports confidential access to facilitate individuals automatically uploading 
updated medical record information and interpretation content, which they want 
incorporated within the online medical record. 

Facilitates patients' access to their account via the internet- They can view 
previous records and interpretations, and update their information. 
3. Background Processes - The background server applications include: 

Generator - automatically generates, formats* and sends medical record via email. 
The email is in HTML format, to facilitate interactive medical record presentment. 
Interactive components and features of the record viewing are implemented in VBScript 
and JavaScript ????? 



Transaction Processor 

Transaction generation occurs via three methods: 

When the individual medical record keeper responds to the medical record 
presentment, authorizing transfer to his service provider 

When the individual visits web site to authorize transfer. 

If the individual has authorized automatic transfers and updates to a provider, a 
transaction is generated when the provider receives the medical record information. 

In these cases, the system generates an electronic transaction to transfer records to the 
provider, this transaction is in the form of an £TF (Electronic Transfer Form 
Clearinghouse) electronic record. The design allows for the incorporation of medical 
record number back ends, and HL7 compatibility. HL7 is a universal standard for the 
electronic exchange of medical data and is compatible with the software packages offered 
by all major healthcare IT vendors. 
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The completed transfers are consolidated into a monthly reconciliation report. Currently, 
the reconciliation report is designed to be compatible with the ???? standard, which is 
both human and machine-readable. 



Record Database 

The record database stores all customer data in a SQL Server database. This includes all 
customer information, including location, status, current and prior usage and record 
transfer information, and any other information provider by the individual. In the case 
where the individual uses the services of more than one provider, the information is 
linked. Other information stored includes dates of prior updates, 
responses to informational data included with the electronic record, and customer driven 
inquiries about medical record and or/service information. SQL server includes robust 
features to insure data integrity and transaction reconciliation and security. 



Security 

The design uses SSL (secure sockets layer) encryption for security. This is the standard 
security measure used for the most secure data transfers over the web, Dased on public 
key/private key RSa encryption technology. Note that the individual's medical record 
number/personal identification number is NOT transmitted over the Internet, When the 
customer authorizes transfer a transaction is generated, but no personal identifying 
information is transmitted. The medical record number information resides only in the 
secure database, and the transaction is an ETF transmission over a dedicated private line. 
Additionally, the deployed system will have a firewall between the web access and the 
core database. To insure state of the art security, the company will devote significant 
resources to having security expertise on staff, and using the services of web security 
consultants. 

In addition, PatientDirect will provide immediate confirmation of transfers of medical 
record information to the individual To prevent fraudulent transfers, daily reconciliation 
of all accounts will be conducted prior to the close of business each day. 
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